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GUINEAN ECONOMIC INDICATORS 


(All values in Millions of US$) 


1974 


Financial+ 


(Parentheses signify deficit) 
GDP 626 
Money Supply. 315 
External Debt 730 
(In convertible 

and non-convertible 


currencies) 


Government Budget 
Balance 


Foreign Trade 


Balance (on Current 
Account ) 


Foreign Trade With Free World 
Exports to: 

U.S.> 

France 

W. Germany 

Spain 

Imports from: 

France 

3 


U.S. 


U.K. 





Exports 
(in 000's of Metric Tons) 


1974 
4 


Bauxite 


6615 


iil 621 650 


Pineapples 8.3 8.5 
Palm Kernels Soi. 10.4 


Coffee! 2: 2.6 


AGRICULTURAL PRODUCTION 
Approximate Annual Totals in Metric Tons 
Rice 400,000 Meat 17,000 
Manioc 480,000 Milk 30,000,000 (litres) 
Other Grains 155,000 Bananas 100 ,000 
Vegetables 100,000 Coffee 7,000 


Other Tubers 100,000 Citrus 50 ,000 


Socio-Economic Indicators 
Radio Sets 

Electricity Consumption 
Population per physician 


Life Expectancy at Birth 


Guinean Sylis 19.501 = US$ 1.00 

1977 Figure adjusted and not in series with previous year's GDP 
Figures for U.S. include concessionary food trade under PL 480. 
Almost entire production exported. 





Sources: IMF, IBRD, Government, and Embassy estimates. 


N.B. All data have a relatively high margin of error -- for instance, 


some statistics for 1977 from IDA are internally inconsistent -- and 
should be viewed as indicators of underlying trends rather than as 


precise figures. 





1978 ECONOMIC TRENDS REPORT FOR GUINEA 


Begin Summary: In 1978 the Guinean economy began to break out of 
the stagnation of the last 20 years. Fueled by receipts from 
bauxite and alumina exports, construction, transportation facilities, 
increased supplies of consumer goods and the reform of retail trade 
are making life easier for the average Guinean. Aid flows and 
import credits are making investments in the industrial sector 
possible, The relatively rigid socialist doctrine of the Guinean 
Government continues to hamper agricultural development, while the 
foreign debt situation remains tight. The near term outlook is at 
least fair, and in the long term Guinea's many natural resources 
should provide increased national income. End Summary. 


STRUCTURE OF GUINEAN ECONOMY 


Guinea has a centrally-planned economy using two basic forms 
of business organization; wholly Government-owned, semi-autonomous 
state enterprises and mixed enterprises -- foreign investment in 
joint ventures with the Government of Guinea. In addition, several 
small private firms engaging in some international trade or manufac- 
turing for the Government still exist, although they do not play a 
major role. The Government-owned enterprises generally have a 
monopoly in their respective fields and range from manufacturing 
firms (e.g,, cigarettes and cloth) to trading firms (e g., imports 
and food distribution), The agricultural sector is also controlled 
by the Government, which fixes producer: prices, import prices and 
consumer prices. The financial sector consists of four banks and 
one insurance company operating under a Minister of Banks and Ins- 
urance, Thus the Government has total effective control over virtually 
all economic decisions. 


The minerals sector is dominated by three bauxite or bauxite/ 
alumina enterprises: Compagnie des Bauxites de Guinee (CBG), Friguia 
and Office des Bauxites de Kindia (OBK). CBG and Friguia are both 
joint ventures in which the Government is a 49% shareholder and 
foreign consortia have tke remaining 51% of shares. OBK is wholly- 
owned by the Government but managed by the Soviet Union, which pur- 
chases 90% of its output. 


Although 85% of Guinea's work force remains in the agricul- 
tural sector, only about 40% of Guinea's GDP is derived from that 
sector, Industry contributes less than 4% of GDP. The mining sec- 





tor contributes about 20% of GDP and is growing faster than any 
other sector. The key to Guinea's future economic development 
-- as opposed to its economic growth -- lies in the agricultural 
sector because the population is so largely agrarian. Guinea is 
a net food importer and the country's excellent agro-industrial 
potential has yet to be exploited. 


The Guinean economy has only minimal infrastructure. Tele- 
communications are inadequate, and the road system under-devel- 
oped. Electrical energy outside of Conakry is available in some 
large towns, but not all. The single-track 
railroad running the 410 miles between Conakry and Kankan carries 
passengers and some freight traffic; the round trip takes two days 
because of the poor condition of rolling stock and right-of-way. 

Air Guinea, which provides the only domestic air service, now has 
five aging propeller-driven, Russian-made aircraft. 


AGRICULTURE 


The agricultural sector as a whole has continued to stagnate. 
Food imports have risen sharply in 1978 because of the 1977 crop 
failure and, more fundamentally, as a result of Guinean agricult- 
ural policies. Ecological damage resulting from poor farming 
practices has simply aggravated the long-standing, serious problem 
of lack of incentives in the rural sector. The Production Brigade 
system has not been successful in its aim of arresting the decline 
of productivity in this sector, The Embassy estimates that per 
capita food output has remained stable over the last several years, 
while production for export has declined to near zero except for 
Pineapple exports (due to an IBRD-funded pineapple project). The 
smuggling out of produce across Guinea's borders is common -- and 
probably irresistible, since the real price of farm products in 
neighboring countries is relatively high. 


At this time the agricultural sector is not feeding the 
population, despite the fact that over one million hectares are 
under cultivation, Yields are low, For example, yields for rice 
fields in most regions run from .7 tons up to 1 ton per hectare, 
compared to several tons per hectare in neighboring countries. 
Besides rice, major Guinean crops are manioc, corn, millet, sorghum, 
fonio (an indigenous light grain) and some vegetables. In middle 
and upper Guinea cattle raising is an important activity. Export 
crops are palm kernels, coffee, pineapple, and bananas, production 
of almost all of which is declining. Rice is the staple food 
commodity and considered critical to the well-being of almost all 





Guineans. The 1977 crop fell short of the norm by as much as 

40%, resulting in much larger-than-normal imports of rice (18,000 
tons of which represented a gift from the U.S. under PL 480, Title 
II). The 1978 crop year is expected to be somewhat below normal 
(about 400,000 tons per year). 


The country is divided into political units called "Pouvoirs 
Révolutionnaires Locals (®RLs), containing some 1,500 people each. 
The PRLS in rural areas control about 3,000 Agricultural Work 
Brigades. Of these, some 2,200 have tractors. Each peasant is 
obligated to donate some of his time each month to his local Brigade. 
The results of the Brigade system have been low yields for relativ- 
ely high inputs. The President himself has noted publicly that the 
peasants" private fields are better cared for than the collective 
fields. Nevertheless, the Brigade program continues to receive new 
Government inputs (e.g., tractors, farm implements and agricultural 
credit), and the Brigades till some 5% of Guinea's cultivated land. 


In an effort to provide an extension service to the rural 
farmers, whose low crop yields are fundamental to lagging agricult- 
ural production, action was taken during the November Party Congress 
in Conakry to create a new party-administrative structure at the 


arrondissement level; the FAPA, an agro-pastoral communal farm. 
The FAPA is designed to increase agricultural production chiefly 
through the application of modern technology and crop specialization. 


It was also decided at that time to combine the manual and 
mechanized agricultural brigades into a single cohesive unit, the 
FAC or communal farm, The FAC is to be implemented at the PRL level 
as the grass-roots political, administrative and commercial unit. 
The FAPA will be staffed with students trained in agronomy and 
zoology through existing University programs. There are already 
large numbers of such students, but their potential remains untap- 
ped for a variety of organizational, administrative and political 
reasons, 


Twenty administrative regions (out of 33) have already been 
instructed to establish at least one FAPA in each arrondissement. 
The GOG takes a realistic point of view and expects no profitable 
returns for at least 2 years. The FAPA is innovative and on the 
right track in terms of getting technology and know-how to the 
more isolated areas of the interior, 


Its prospects as an effective organizational unit capable 
of increasing real production are dim, however, since the concept 
does not address the essential problem of creating incentive either 





through higher prices (and durable consumer goods to spend the 
money on),material rewards or professional recognition within an 
academic or technical hierarchy. 


The non-Brigade farms have been hindered by low producer 
prices, the basis for the lack of investment incentive, diversion 
of production to illegal markets, short time horizons, and ecol- 
ogically unsound practices. At the same time increasing populat- 
ion has caused a shift to less productive land resulting in lower 
yields. Some experts contend that irreversible damage has been 
done to the environment as a result of shifting cultivation, 
slash and burn practices, and lack of fertilizer. Only 1,000,000 
hectares of Guinea's 7,000,000 hectares of arable land are farmed. 
The Government recognizes that serious problems exist but seems 
unable to deal effectively with them. This results in increased 
subsistence farming and a shift away from cash crops, leading to 
the agricultural stagnation noted above. 


A relatively large (US$ 8 million) pineapple export project 
near Kindia has been developed by the World Bank. This project 
has progressed well, exporting over 400 tons of pineapples to the 
French market in 1978. Total production for 1978 will be over 
1,000 tons. 


Other World Bank projects in the agricultural sector include 
a rice project in the forest region and livestock project in the 
Fouta Djallon. 


NEW TRADING MECHANISMS 


The Government of Guinea, while maintaining the structure of 
state enterprises, has allowed private petty traders to supply the 
local market with fcodstuffs, consumer non-durables, small appliances 
and personal articles. These private traders have quickly assumed 
a dominant role. Thousands of stalls and small shops have been 
opened in Conakry. Hundreds more exist in the interior of the 
country. In the same period the Government itself has imported 
larger quantities of certain consumer goods, almost keeping pace 
with the petty traders. Prices for some goods had fallen substan- 
tially but now seem to be on the rise again, 


FINANCE 


The Guinean currency, the syli, has always been traded on 
the parallel market at a fraction of its official value, which is 





currently about 19 to the U.S. dollar. During early 1978 
the syli gained in value on the parallel market and is 
currently trading at 80-100 to the dollar. In recent 
years the Guinean Government has taken several monetary measures 
in order to obtain a higher value for the syli. Basic among these 
is credit control. Tight controls on credit decreed in 1977 were 
reinfcrced by the April 1978 National Economic Conference. These 
controls prohibit the sale of consumer goods or food by regional 
state commercial enterprises on credit, restrict credit to state 
manufacturing enterprises and limit other credit activities. of the 
nation's banks. General personal credit (such as home mortgages 
or auto loans) has for some time been non-existent in Guinea. 

The effect of the new restrictive measures was enhanced by Govern- 
ment re-absorption of paper currency and by the lack of money 
supply growth. All of these measures have long been advocated by 
most foreign observers of the Guinean economy. At the same time, 
the Government has recently taken measures to control financial 
activity more closely. Foreign exchange purchases by official 
travelers (the great majority of Guineans who travel) are now 
scrutinized by a new office in the Presidency, The Government has 
taken steps to cut off all credit for retail trade (credits for 
food and consumer goods were rarely repaid) and to punish those 
who have given illegal credit in the past. The Government is also 
concerned about the large amount of sylis circulating outside of 
the banking system and is encouraging people to use the banks. 


Foreign debt continues to climb rapidly. It probably amounts 
to over US$ 1 billion (almost ten years’ worth of hard currency 
income at present rates). A little less than 50% of this debt is 
with Eastern bloc countries. However, a growing portion of it is 
in short and medium-term credit. The debt profile is shifting 
further against Guinea and could cause major problems in the 
medium-term. Large export credits from Western Europe have cont- 
ributed to the worsening profile. In addition, Eastern European 
countries no longer use the clearing account system and are now 
selling goods here on conventional export credit terms. 


The ratio of annual debt payments to yearly foreign exchange 
income is probably 1:1 and rising. In the past, Guinea has handled 
foreign exchenge shortages by delaying payment for purchases. 

This practice may be expected to continue. Payments on Letters of 
Credit issued by the Banque Guinean de Commerce Exterieur are 
often substantially delayed. Payments on loans, commercial and 
concessional, are also often delayed. 





INDUSTRIAL SECTOR 


The tiny industrial sector is now benefiting from substantial 
aid flows and increasing supplies of imported raw materials, supp- 
lies and equipment. The increase in foreign exchange is paying for 
new technical assistance, new equipment and new supplies. 


The only Guinean textile mill, Sonouya, was built as a 
British aid project in the 1966-67 period. It has fallen into 
disrepair, but now the European Economic Community Economic Devel- 
opment Fund is assisting the renovation, resupply and personnel 
training of the textile mill with a US$ 40 million project. When 
the EEC project is completed, the mill will have the capacity to 
make Guinea self-sufficient in finished textiles. The Arab Bank 
for African Development (BADEA) and Islamic Development Bank are 
financing construction of a cement plant to produce bagged cement 
from imported clinker. The USS 12 million project will be located 
about 20 kilometers from Conakry. Rail and port facilities to 
handle the imported clinker and finished product are part of the 
project. All the plant's output will be for domestic consumption. 


During 1978 the African Development Bank financed a study 
for a proposed waferboard plant in the Guinean forest region. A 
Canadian entrepreneur is promoting this project, The cigarette 
factory built and equipped as a Chinese aid project had declined 
from 20 operating cigarettesmaking machines to five. Some used 
Italian machinery has been purchased to revitalize the plant and 
spur production. Production increases can be expected in the next 
few years. An agreement with a French firm was concluded this year 
to construct a paint factory near Conakry. A Swiss firm is involved 
in the renovation of Guinea's only brewery (which has not been prod- 
ucing for the past few years). There is a proposal to package and 
mix certain petrochemical products in Conakry. Two new hotels will 
be built by an Italian firm, and a French firm (Novotel) is committed 
to renovate ard enlarge to a capacity of 350 rooms an existing hotel 
in Conakry. 


In the next several years these projects can be expected to 
bring increases in total production of industrial and processed 
products at the intermediate and final levels. This increasing 
industrial activity will create increased demand for intermediate 
industrial products, process control instrumentation, and raw mat- 
erials. In addition, it will create a demand for some infrastruct- 
ure investments (power generation and transmission, roads, etc.). 
As the intermediate industries develop, the same non-Government 
investment in final products should result in joint venture or 
licensing opportunities for U.S. firms. 





MINERALS & FUELS 


The minerals sector continues as a bright spot in the Guinean 
economy. Bauxite revenues continue upward, although at a slower 
rate of growth than in past years because of the maturation of the 
two most recent bauxite projects. The alumina project has had 
steady production in 1978. Plans for two additional bauxite proj- 
ects are moving forward toward decisions on contruction. Plans 
for a very large iron ore mine near the Liberian border are farther 
from completion, Concessions for diamond mining have been awarded 
to two foreian consortia. 


The Compagnie des Bauxites de Guinee (CBG), in the northwest 
of Guinea, is increasing its production to a rated capacity of 9 
million tons per year from the present 7.5 million tons. In Sept- 
ember 1978 the company set a record high of 1 million tons of 
bauxite shipped in one month. Relations between the foreign part- 
ners and the Government. are excellent. CBG provides most of Guinea's 
hard currency foreign exchange earnings. Currently, the company is 


engaged in a US$ 15 million project to construct housing for employ- 
ees at the mine and port. The company has now become profitable, 
and CBG has begun paying dividends to the Government of Guinea in 
addition to the bauxite export tax. 


Office des Bauxites de Kindia (OBK) is a Soviet-built and 
managed project near Kindia in Western Guinea. The bauxite is 
shipped out as wet ore and, although of lower quality than CBG ore, 
still has a high metal content. At least 90% of the ore from OBK 
must go to the Soviet Union under the agreement establishing the 
project. Up to 10% can be sold by the Government on the open 
market. Romania has been a customer in the past for this one. 


Friguia is producing alumina at Fria in Western Guinea. 
Friguia's alumina is shipped to smelters in Africa and Western 
Europe. The project has a rated capacity of 700,000 tons per 
year of output and produces about 600,000 tons annually. In 
August 1978 Friguia celebrated shipment of its ten millionth ton 
of alumina. 


Two other bauxite/alumina projects are currently being con- 
sidered, One is at Ayekoye near the CBG mine. Alusuisse has re- 
cently delivered a feasibility study of the project to Guinea and 
the fcreign partners (a consortium of Arab oil-exporting States). 





The study proved sufficient reserves and projected a profitable 
outlook. Ayekoye involves a first-phase alumina/bauxite export 
operation at Kamsar (the port CBG now uses) followed by a second- 
phase aluminium smelter to use power of the Konkoure dam, which 
is still on the drawing boards. 


A second prospective project, which has aroused American 
and European interest, would be at Dabola in the Fouta Djallon 
(central Guinea). This project would also produce bauxite and 
alumina for export. Dabola is still in the initial stages of 
consideration, and a consortium has not yet been formed to exploit 
this deposit. 


Two foreign consortia have each contracted for concessions 
to exploit diamond deposits in upper Guinea. The total area of 
the two concessions covers almost one third of Guinea. Alluvial 
mining will probably begin near Kouroussa. Exploratory work will 
begin in early 1979. 


Cogema, a French/Japanese/Italian joint venture is exploring 
for uranium along the northern tier of the country (above 11° N 
latitude) and an agreement was signed in early December for exploi- 
tation of Guinean uranium. 

The large, extremely high-quality Mifergui-Nimba iron ore 
deposit is under serious consideration for future development by 
a consortium of foreign steel companies. The feasibility study 
has been completed and estimates at least 600 million tons of res- 
erves, The ore is of the highest guality and only 20 kilometers 
from the existing Nimba-Buchanan iron ore railway running across 
the width of Liberia. This project is expected to cost US$ 800,000,000. 
The foreign partners (not yet entirely committed) will accept the 
projected 15,000,000 ton per year output on a "take-or-pay" system. 


SOGUIP is the Government-owned firm that has contracted for 
oil exploration efforts with a consortium of foreign firms led by 
an American firm specializing in offshore oil work. One dry hole 
has been drilled already. SOGUIP plans to drill a second hole in 
1979. Onshore geological work is now being done to determine the 
most promising site for the next hole. 


OUTLOOK; LONG TERM 


Guinea has great potential. Hydroelectric power, irrigation 
projects, tropical fruit exports, increasingly diverse mineral 
exports, forestry and fishing resources all provide reason for 
hope. Conversion of this potential to real economic output now 
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seems more likely than at any time in the recent past. The Government's 
political moves in the past year have helped to create a more open 
climate for both foreign investment and domestically-generated growth. 
Better relations with neighboring countries and an emphasis on economic 
integration with them have improved Guinea's prospects. Increased 
retail trade has had considerable psychological impact as well as 
working material changes on the lives of average Guineans. New pos- 
sibilities for locally-owned small enterprises are continuing to open 
up. 


As more mineral projects are developed, Guinean's foreign 
exchange situation will improve, allowing for more prompt repayment 
of debts and increased imports. If the Ayekoye bauxite project and 
the Mifergui-Nimba iron ore project are brought on stream in the 1980's, 
they could substantially alleviate foreign exchange constraints. The 
Government could then contemplate major new investments with great 
impact on the development of the Guinean economy. 


Aggressive development of the agricultural sector using a more 
soundly-based policy could also provide important social and economic 
benefits with regard to rural employment, nutrition and export capacity. 


Guinea has in the past been self-sufficient in basic foodstuffs 
and has exported some agricultural commodities (in 1958 Guinea was 
entirely self-sufficient in basic foodstuffs and Africa's leading 


exporter of bananas). Given the success of the Ivory Coast's agri- 
cultural development policy in a similar physical and sociological 
environment, it is safe to state that Guinea has enormous agricul- 
tural potential. 


OUTLOOK: NEAR TERM 


Guinea looks forward to some early growth in physical output 
from existing mineral installations. Because all three bauxite 
operations are nearing capacity, this growth will be slower than 
in the recent past. As Guinea prepares for the OAU Summit meeting 
scheduled to be held in Conakry in 1981, there will likely be 
increased building construction activity in the capital area. A 
contract has been signed for expansion and modification of the 
Conakry-Gbessia airport facilities, new hotel construction is under- 
way, and other associated projects are likely. In addition, growing 
out of French President Giscard d'Estaing's visit to Guinea December 
1978, there is likely to be some increase in French economic support 
and investment. Apart from that, it is not likely that foreign aid 
programs will show a sharp increase in the next one to three years, 
since Socialist Bloc aid is either stable or declining, and Western 
donors (except for West Germany) are already here with substantial 
programs. Some growth in official foreign exchange might accrue 
from a more liberal agricultural price policy and currency reform: 





it is well known that the smuggling of cattle and rice to neigh- 
boring countries is common and that the Government is thus deprived 
of any foreign currency earned in this way. 


For the near term, the figure for domestic product cannot be 
expected to grow much faster than in the past without some change 
in Government policy, New investments 
now being made will take time to generate net benefit, 

The tiny industrial 
sector cannot be regarded as an engine for growth, since that part 
of it which functions is heavily concentrated in consumer goods 
(i.e.,cigarettes, shoes, shirts). 


IMPACT ON U.S. BUSINESS 


U.S. exporters viewing Guinea's market should consider the 
very large potential for growth in the future as well as the very 
special characteristics of this market, There is only one official 
importer (the government agency, IMPORTEX), and U.S. commercial 
representatives must take special care to develop sound relations 
with Guinean Government officials. The usual agent-distributors 
simply do not exist here, and marketing must be done in person. 

Poor shipping schedules from the U.S. are a surmountable impediment. 
Exports that the U.S, may reasonably expect to make to Guinea (as 
noted above) are intermediate manufacturing goods, aircraft, cons- 


truction, railroad and mining equipment, agricultural equipment, and 
engineering services. All correspondence should be in French, 


Prospective investors will find a warm welcome in Guinea. 
The Government is eagerly seeking foreign investments. The Govern- 
ment will want equity investments from an investor and will probably 
not accept management services only, A condition of foreign invest- 
ment here is partnership with the Government. In general, foreign 
investors already here have found the Government to be a reasonable 
partner, one which keeps its word, O,P.I.C, insurance is available 
for Guinea, and O,P.I.C, has not had to pay out on a single claim 
resulting from a policy on a Guinean investment. 


Investments in two principal fields offer outstanding possi- 
bilities: minerals and agriculture. Minerals investments will 
generally be made by large, well established firms with experience 
mining on large scale in under-developed countries. Agricultural 
investment is sought to develop some of the 6,000,000 hectares of 
arable land currently not in use. With its many rivers, Guinea 
will be well suited for large-scale irrigation projects in grains, 





tropical fruit, edible oils and natural fibers. Another sector 
open to foreign investment is fishing. Guinea merits attention 
for its shrimp, lobster and fish resources. The Government has 
established a 200-mile territorial limit and is now equipping 
itself to enforce its fishing regulations and agreements. Cur- 
rently the U.S.S.R. and a Greek/Italian/Guinean joint venture 
are exploiting the fishery resources of Guinea. 
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